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intermediary and the ultimate recipi-
ent. Should the FmHA or its successor
agency under Public Law 103-354 deter-
mine that it is necessary or desirable
to take action to protect or further the
interests of FmHA or its successor
agency under Public Law 103-354 in
connection with any default or breach
of conditions under any loan made
hereunder, the FmHA or its successor
agency under Public Law 103-354 may:

(1) Declare that the loan is imme-
diately due and payable.

(2) Assign or sell at public or private
sale, or otherwise dispose of for cash or
credit at its discretion and upon such
terms and conditions as FmHA or its
successor agency under Public Law 103—
354 shall determine to be reasonable,
any evidence of debt, contract, claim,
personal or real property or security
assigned to or held by the FmHA or its
successor agency under Public Law 103—
354 in connection with financial assist-
ance extended hereunder.

(3) Adjust interest rates, use fixed or
variable rates, grant moratoriums on
repayment of principal and interest,
collect or compromise any obligations
held by FmHA or its successor agency
under Public Law 103-354 and take such
actions in respect to such loans as are
necessary or appropriate, consistent
with the purpose of the program and
this subpart. The Administrator will
notify the FmHA or its successor agen-
cy under Public Law 103-354 Finance
Office of any change in payment terms,
such as reamortizations or interest
rate adjustments, and effective dates of
any changes resulting from servicing
actions.

(b) Failure by an ultimate recipient
to comply with the provisions of these
regulations and/or 1loan agreement
shall constitute grounds for a declara-
tion of default and the demand for im-
mediate and full repayment of its loan.

(c) Failure by an intermediary to
comply with the provisions of these
regulations or to relend funds in ac-
cordance with an approved work plan
or loan agreement shall constitute
grounds for a declaration of default and
the demand for immediate and full re-
payment of the loan.

(d) In the event of default, the inter-
mediary will promptly be informed in
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writing of the consequences of failing
to comply with loan covenant(s).

(e) Protective advances to the inter-
mediary will not be made in lieu of ad-
ditional loans, in particular working
capital loans. Protective advances are
advances made by FmHA or its suc-
cessor agency under Public Law 103-354
for the purpose of preserving and pro-
tecting the collateral where the inter-
mediary has failed to and will not or
cannot meet its obligations. The Ad-
ministrator or designee must approve
in writing all protective advances.

(f) In the event of bankruptcy by the
intermediary and/or ultimate recipi-
ent, FmHA or its successor agency
under Public Law 103-354 is responsible
for protecting the interests of the Gov-
ernment. All bankruptcy cases should
be reported immediately to the Re-
gional Attorney. The Administrator
must approve in advance and in writing
the estimated liquidation expenses on
loans in liquidation backruptcy. These
expenses must be considered by FmHA
or its successor agency under Public
Law 103-354 to be reasonable and cus-
tomary.

(g) Liquidation, management, and
disposal of inventory property will be
handled in accordance with subparts A,
B, and C of part 1955 of this chapter.

§§1951.892-1951.893 [Reserved]

§1951.894 Debt settlement.

Debt settlement of all claims will be
handled in accordance with the Federal
Claims Collection Standards (4 CFR
parts 101-105).

§1951.895 [Reserved]

§1951.896 Appeals.

Any appealable adverse decision
made by FmHA or its successor agency
under Public Law 103-354 which affects
the borrower may be appealed upon
written request of the aggrieved party
in accordance with subpart B of part
1900 of this chapter.
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The Administrator may, in indi-
vidual cases, grant an exception to any
requirement or provision of this sub-
part which is not inconsistent with an

Exception authority.



